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Could a reduction in alcohol consumption be good news for the 
UK economy? 
Kevin Connolly, Katerina Lisenkova and Peter G. McGregor, Fraser of Allander Institute.
1 We develop an alcohol-disaggregated input-output table and model of the UK. For a brief account of this see Fraser of Allander 
(2018).
2 In principle, tax revenues could fall in response to a rise in taxes on alcohol, but the evidence suggests the reverse. Of course, if 
WKH\ZHUHWRIDOOWKHQHWHŎHFWZRXOGLQWKLVFDVHZRXOGEHHYHQPRUHDGYHUVHWKDQWKHJURVVHŎHFW
3 This certainly has to be true within an input-output context.
*The research underlying this article was funded by the Institute of Alcohol Studies. However, the responsibility 
for the analysis and opinions expressed in this paper are the sole responsibility of the authors. We would like to 
acknowledge Aveek Bhattacharyas helpful comments in the development of this paper.
1.  Introduction
The UK has one of the highest alcohol consumption rates per capita in the world being ranked 25th 
according to the latest global World Health Organisation report on alcohol (WHO, 2014). While there are 
VHYHUDOZHOOGRFXPHQWHGGHWULPHQWDOHŎHFWVRIDOFRKROFRQVXPSWLRQRQKHDOWKFULPHDQGSURGXFWLYLW\HJ
Holmes et al, 2016), the sector also contributes positively to the economy through its production and sales 
activities.
+HDOWKFRQFHUQVKDYHSURPSWHGJRYHUQPHQWVöHŎRUWVLQWKH8.DQGHOVHZKHUHLQFOXGLQJLQ6FRWODQGWR
seek to reduce harmful alcohol consumption, whether through attempts to shift public taste away from 
such consumption or through the imposition of higher taxes on alcohol. While most would accept that such 
SROLFLHVZRXOGEHOLNHO\WRKDYHEHQHŏFLDOKHDOWKHŎHFWVWKHUHLVFRQFHUQWKDWLWZRXOGKDYHGHWULPHQWDO
HŎHFWVRQWKH8.HFRQRP\)RUH[DPSOHSUHYLRXVøLPSDFWVWXGLHVùKDYHSURGXFHGHVWLPDWHVRIWKH
substantial levels of output and employment supported by the UK alcohol industry (Oxford Economics, 
2016; Berkhout et al, 2013).
In this study we explore the likely macroeconomic consequences of policy-induced reductions in alcohol 
consumption using the same basic methodology as impact studies.1 Conventional industry impact studies 
DUHJHQHUDOO\QRWXVHGWRDGGUHVVWKHLVVXHRIWKHHFRQRPLFHŎHFWVRIDVKLIWLQWDVWHVDZD\IURPDOFRKRO
or the impact of higher alcohol taxation. In general, in both these cases the reduction in the consumption 
RIDOFRKROLVW\SLFDOO\RQO\RQHDVSHFWRIWKHWRWDOLPSDFWWKLVLVWKHøJURVVùLPSDFWRIWKHUHGXFWLRQLQ
expenditure on alcohol and this tends to be the focus of industry impact studies. However, a shift in taste 
away from alcohol would normally imply a shift in favour of the consumption of other goods and services, 
DQGLWLVWKHøQHWùLPSDFWRIWKLVVZLWFKLQFRQVXPHUVSHQGLQJWKDWPDWWHUVWRFDOFXODWHWKHRYHUDOOLPSDFW
RQWKHHFRQRP\6LPLODUO\DULVHLQDOFRKROWD[DWLRQZRXOGLQGHHGEHH[SHFWHGWRUHGXFHFRQVXPSWLRQRQ
alcohol, but would augment tax revenues and hence increase government current expenditure.2 Again, the 
RYHUDOOLPSDFWRQWKHDJJUHJDWHHFRQRP\UHŐHFWVWKHøQHWùHŎHFWRIWKHUHGXFWLRQLQFRQVXPSWLRQRIDOFRKRO
and increase in public spending. 
2IFRXUVHZHNQRZWKDWWKHøJURVVùPDFURHFRQRPLFLPSDFWRIDUHGXFWLRQLQFRQVXPSWLRQRIDOFRKRO
must be negative: the reduction in demand will reduce economic activity.3 From a policy perspective that 
focusses only on the gross impacts, the adverse economic consequences of a reduction in consumption 
ZRXOGKDYHWREHWUDGHGRŎDJDLQVWDQ\EHQHŏFLDOKHDOWKRUZLGHUVRFLDOHŎHFWV+RZHYHUVLQFHWKHQHW
HŎHFWLVJHQHUDOO\WKHRXWFRPHRIFRQŐLFWLQJSUHVVXUHVHYHQWKHGLUHFWLRQRIWKHQHWPDFURHFRQRPLF
2 Fraser of Allander Institute
outcome is unknown a priori and, in principle at least, a policy aimed at shifting tastes or changing taxes to 
UHGXFHDOFRKROFRQVXPSWLRQFRXOG\LHOGDøGRXEOHGLYLGHQGùRILPSURYHGKHDOWKRXWFRPHVDQGDSRVLWLYH
(net) economic impact. This paper explores, quantitatively as well as qualitatively, the issue of whether 
WKHUHDSSHDUVWREHDWUDGHRŎEHWZHHQKHDOWKEHQHŏWVDQGHFRQRPLFDFWLYLW\RIDUHGXFWLRQLQDOFRKRO
FRQVXPSWLRQRUZKHWKHUWKHUHLVWKHSRWHQWLDOIRUDøGRXEOHGLYLGHQGùLQWKH8.
7KHSDSHULVRUJDQLVHGDVIROORZV6HFWLRQSURYLGHVVRPHEDFNJURXQGWRWKHVWXG\6HFWLRQFRQVLGHUV
the macroeconomic impacts, net as well as gross, of a switch in taste away from alcohol consumption. 
6HFWLRQH[SORUHVWKHJURVVDQGQHWPDFURHFRQRPLFLPSDFWRIDULVHLQWD[DWLRQRQDOFRKRO6HFWLRQ
provides a brief conclusion.
2.  UK alcohol policy
As in many countries, the legal age for purchases of alcohol in the UK is 18, whereas the legal age for 
consumption depends on a variety of factors, including location and type of alcohol.4 While there are no 
other legal limits on the purchase or consumption of alcohol, the UK government recommends that both 
men and woman should not consume more than 14 units per week . (Department of Health, 2016). 
In the past, the UK Government has set out policies with the objective of reducing the rate of harmful 
DOFRKROFRQVXPSWLRQ7KH8.$OFRKRO6WUDWHJ\8.*RYHUQPHQWLVWKHPRVWVLJQLŏFDQWUHFHQW8.
alcohol policy and its objective is to reduce excessive alcohol consumption through a series of actions. 
2QHSUREOHPLGHQWLŏHGE\WKH8.*RYHUQPHQWLVWKHDYDLODELOLW\RIFKHDSDOFRKRO7RFRPEDWWKLVWKH8.
$OFRKRO6WUDWHJ\RXWOLQHVDFWLRQVDLPHGDWUHGXFLQJFRQVXPSWLRQLQFOXGLQJLQWURGXFWLRQRIDPLQLPXP
juice content rule in cider, increase of the duty on high strength beer (>7.5%) together with a reduction in 
duty on lower strength beer (<2.9%). The UK strategy also mentions the possibility of banning multi-buy 
sales discounts (e.g. buy one get one free) as well as the introduction of a minimum unit price for alcohol 
EXWQHLWKHUSROLF\KDVEHHQLPSOHPHQWHGDWWKH8.OHYHO+RZHYHUWKH6FRWWLVK*RYHUQPHQWGLGDFWLW
implemented a ban on multi buy sales in 2012 and  after a lengthy legal challenge by the whisky industry 
óLWŏQDOO\LQWURGXFHGDPLQLPXPXQLWSULFHIRUDOFRKRORISLQ0D\7KHVHPHDVXUHV6FRWWLVK
*RYHUQPHQWZHUHWDNHQWRFRPEDWWKHJUHDWHUKHDOWKLPSDFWVLQ6FRWODQGJLYHQWKDWLWVDOFRKRO
consumption is c. 18% higher than in England and Wales5. 
$ORQJZLWKPXOWLEX\GHDOVWKH8.*RYHUQPHQWLGHQWLŏHGDOFRKRODGYHUWLVLQJDVDSRWHQWLDOIDFWRUOLPLWLQJ
reduction in consumption, especially among the young (18-24). A ban on advertising was mooted, but 
not adopted as the government noted that there were already strict adverting controls in place to prevent 
advertisers from targeting and appealing to young people (UK Government, 2012). 
The UK Government has also set out other alcohol-focused policies. Launched in 2011, the Public 
Responsibility Deal is an agreement between the government, industry, public bodies, NGOs and academics 
to promote public health goals. It includes 11 pledges related to alcohol ranging from alcohol labelling 
WRVXSSRUWIRUWKH'ULQNDZDUHFKDULW\,$6*LYHQWKHYROXQWDU\QDWXUHRIWKHDJUHHPHQWWKHUHLV
KRZHYHUWKHSRVVLELOLW\RIDFRQŐLFWRILQWHUHVWIRUWKHDOFRKROLQGXVWU\ZLWKUHJDUGWRWKHSXUVXLWRISXEOLF
health objectives.
7KH8.JRYHUQPHQWVHWVDOFRKROGXW\OHYHOVZKLFKDŎHFWWKHFRVWRIDOFRKRODQGKHQFHWKHOHYHORI
consumption. To induce a reduction in consumption, between 2008 and 2012, an alcohol duty escalator 
$'(ZDVSXWLQSODFHZKLFKLQFUHDVHGDOFRKROGXW\DERYHWKHUDWHRILQŐDWLRQRQDQDQQXDOEDVLV
+RZHYHULQWKH$'(ZDVVFUDSSHGIRUEHHUDQGLQDQGGXW\UDWHVZHUHIUR]HQ,$6
D'XW\UDWHVLQURVHLQOLQHZLWKLQŐDWLRQEXWZHUHDJDLQIUR]HQIRU2YHUDOOKRZHYHUWKHUH
4$XQLWRIDOFRKROLVGHŏQHGLQWKH8.DVPORUJRISXUHDOFRKRO1+6
57KHNH\HOHPHQWVRIWKH6FRWWLVK*RYHUQPHQWöVDOFRKROSROLF\DUHQRPXOWLEX\SURPRWLRQVLPSOHPHQWHGLQDQGWKH
LQWURGXFWLRQRIDPLQLPXPXQLWSULFHDVLQWURGXFHGRQVW0D\DIWHUDOHQJWK\OHJDOFKDOOHQJHE\WKH6FRWFK:KLVN\
$VVRFLDWLRQ6:$RQEHKDOIRIWKHZKLVN\LQGXVWU\
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KDVEHHQDVLJQLŏFDQWGURSLQWKHUHDOWHUPVYDOXHRIDOFRKROGXW\VLQFH
3.  The macroeconomic impact of a reduction in alcohol consumption
,Q6HFWLRQZHQRWHGWKHHPSKDVLVRQWKHUHGXFWLRQRIKDUPIXODOFRKROFRQVXPSWLRQLQWKH8.
*RYHUQPHQWöVDOFRKROVWUDWHJ\+RZHYHUZKLOHWKLVVWUDWHJ\LGHQWLŏHGWKHVWHSVWREHXQGHUWDNHQWR
achieve this objective, it did not specify any clear target for the reduction in alcohol consumption. However, 
the World Health Organisation (WHO) recommends an overall 10% reduction in alcohol consumption to 
UHGXFHQHJDWLYHKHDOWKHŎHFWV:+28VLQJWKLV:+2UHFRPPHQGDWLRQLQWKLVSDSHUZHH[SORUHWKH
macroeconomic impact of a 10% reduction in UK alcohol consumption. 
To explore these impacts we use an Input-Output (IO) model calibrated using a purpose-built 2010 UK 
alcohol-disaggregated IO table. Within the alcohol industry we identify two key components, production 
and consumption. In this paper the focus is on consumption changes and within the alcohol disaggregated 
IO table there are three consumption sectors: hotels, other on-trade (including pubs/bars/ restaurants/ 
QLJKWFOXEVHWFDQGUHWDLORŎWUDGH
3.1  The gross impact of a 10% reduction in alcohol consumption
:HDVVXPHWKDWDOOWKUHHDOFRKROFRQVXPSWLRQVHFWRUVKRWHOVRWKHUøRQWUDGHùDQGUHWDLOH[SHULHQFHD
UHGXFWLRQLQWKHYDOXHRIDOFRKROVDOHVZLWKWKHSULFHRIDOFRKROŏ[HG:HLQYHVWLJDWHWKHHFRQRP\ZLGH
LPSDFWVRIVXFKIDOOLQDOFRKROFRQVXPSWLRQZKLFKFRXOGIRUH[DPSOHUHŐHFWWKHLPSDFWRIDVXFFHVVIXO
government campaign to shift consumer taste away from alcohol.
In this scenario it is important to note that the income saved as a consequence of the reduction in alcohol 
VSHQGLQJLVQRWUHDOORFDWHGWRRWKHUFRQVXPSWLRQ6FHQDULRLVRODWHVWKHHŎHFWVRIRQO\UHGXFLQJDOFRKRO
FRQVXPSWLRQ7KLVLVEURDGO\WKHDSSURDFKXVHGE\VHFWRUDOøLPSDFWVWXGLHVùWKDWVHHNWRLGHQWLI\WKH
overall impact of a particular sector. 
As expected, a 10% reduction in sales by value in all three alcohol sales sectors (hotels, other on-trade and 
UHWDLOóZLWKQRDVVXPHGUHDOORFDWLRQRIVSHQGLQJóKDVDQHJDWLYHHŎHFWRQ*9$WKHYDOXHRIŏQDOJRRGV
and services produced in the economy, i.e. accounting for intermediate consumption, taxes etc. )6 and 
HPSOR\PHQW2YHUDOOWKHUHLVDUHGXFWLRQLQ*9$RIeELOOLRQ7KLVLVEURDGO\FRQVLVWHQWZLWKWKH2[IRUG
(FRQRPLFVöUHSRUWZKLFKVWDWHGWKDWWKHDOFRKROLQGXVWU\LQVXSSRUWHGeELOOLRQRI8.
GDP. For employment, a 10% reduction sees the loss of 63,344 full time equivalent jobs (FTEs)  with nearly 
55% of these directly within the alcohol sales sectors (34,779), plus 1,200 in manufacturing of alcohol 
RIEDVH\HDU,$6EQRWHVWKDWLQWKH8.DOFRKROVDOHVLQGXVWU\VXSSRUWHG8.
jobs7, with only between 30-56% (depending on the sector) being full-time jobs. Our results look to be of 
the appropriate order of magnitude given a 10% reduction in alcohol consumption8. 
2EYLRXVO\WKHUHGXFWLRQLQ*9$LVQRWHYHQO\GLVWULEXWHGDFURVVWKHHFRQRP\,WVGLVWULEXWLRQGHSHQGV
on sectors scale and the inter-sectoral links with alcohol sales sectors. Chart 1 illustrates the sectoral 
GLVWULEXWLRQRIWKHRYHUDOO*9$FKDQJH7KHODUJHVW*9$UHGXFWLRQLVLQWKHDOFRKROVDOHVVHFWRUV7KHRWKHU
VLJQLŏFDQW*9$FKDQJHVDUHWKHVHFWRUVZKLFKDUHLQKHUHQWO\OLQNHGWRWKHVDOHVRIDOFRKROEXWDUHQRW
directly impacted. 
6*9$LVDPRUHLPSRUWDQWPHDVXUHIRUWKHHFRQRP\DQGLVFORVHO\UHODWHGWR*'3
7 There were also 30,000 jobs in alcohol production.
8 Due to a large percentage of part-time workers in the alcohol sales industry the FTE results would be much lower than the 740,000. 
Using a scaling factor of 0.5 the FTE becomes 370,000, which with a 10% reduction is in the same magnitude of the model results.
4 Fraser of Allander Institute
Chart 1:6HFWRUDOFRPSRVLWLRQRI*9$GHFOLQHLQDOFRKROFRQVXPSWLRQ
44.73%
30.45%
7.17%
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Retail (non-alcohol) Real Estate Activities
Manufacture of alcoholic beverages Buying, selling and renting
Land transport Warehousing
Source: Fraser of Allander Institute
3.2  The net impact of a 10% reduction in alcohol consumption in favour of other goods and services
If consumers reduce their spending on alcohol it is likely they would switch their spending to other goods 
DQGVHUYLFHVUDWKHUWKDQVDYLQJLWDVDVVXPHGLQWKHSUHYLRXVVHFWLRQ1RWVXUSULVLQJO\WKHQHWHŎHFWV
depend to a degree on what goods and services are consumed instead of alcohol. We consider a number of 
possibilities, but begin by assuming that the reallocation simply follows the overall pattern of household 
expenditure in the IO table.
Using the income saved from reduced consumption expenditure on alcohol to spend on other goods 
and services clearly reduces the scale of the negative impact on the economy. Indeed, ex ante, even the 
direction of change in aggregate economic activity is strictly ambiguous: depending on the structure of 
the alcohol-related industries relative to all other industries, it is perfectly possible that the switch in 
consumption away from alcohol could actually increase aggregate economic activity.
$UHGXFWLRQDQGUHDOORFDWLRQRIVSHQGLQJLQOLQHZLWKWKH,2WDEOHJHQHUDWHVDVPDOOSRVLWLYH*9$
LPSDFWRIePLOOLRQ$OVR)7(HPSOR\PHQWIDOOVE\PXFKOHVVWKDQWKHøJURVVùLPSDFW
ŏJXUHQRWHGDERYHLQ6HFWLRQ7KHVHUHVXOWVLPSO\WKDWZKLOHWKHUHDUHIHZHUMREVWKH\DUHEHWWHUSDLG
jobs with higher levels of value-added per employee. 
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Chart 2:*9$DQGHPSOR\PHQWFKDQJHVIRUDOFRKROVHFWRUV
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&KDUWVXPPDULVHVWKHHPSOR\PHQWDQG*9$HŎHFWVLQWKHDOFRKROVHFWRUVWKHWKUHHVDOHVVHFWRUVSOXV
DOFRKROPDQXIDFWXULQJ$OOIRXUDUHQHJDWLYHO\DŎHFWHGLQWHUPVRIERWKHPSOR\PHQWDQG*9$GXHWR
WKHUHGXFWLRQRIVDOHV7KHJUHDWHVWSDUWRIWKHHPSOR\PHQWDQG*9$UHGXFWLRQRFFXUVLQWKHRWKHURQ
trade sector. That is because this sector has by far the largest sales value and is more labour intensive as 
compared to the other sales sectors  and many jobs within this sub-sector are low paid. 
4.  The impact of a 10% increase in alcohol duty with and without recycling of additional 
government revenues 
7KH8.DOFRKROVWUDWHJ\8.*RYHUQPHQWLGHQWLŏHGWKHORZSULFHRIDOFRKRODVSUREOHPDWLFVLQFHWKH
ORZHUSULFHGULYHVDQLQFUHDVHLQFRQVXPSWLRQUHIHU0HQJHWDOZKLFKFDQDVDOUHDG\QRWHGOHDGWR
YDULRXVDGYHUVHKHDOWKHŎHFWV7KHVLPSOHVWPHWKRGWRUHGXFHFRQVXPSWLRQLVWRLQFUHDVHWKHSULFHóHLWKHU
WKURXJKDWD[RUPLQLPXPXQLWSULFLQJ083:KLOHWKHUHLVHYLGHQFHWKDW083FRXOGOHDGWRDUHGXFWLRQLQ
õKHDOWKLQHTXDOLW\ö+ROPHVHWDOWKHUHKDVEHHQVXEVWDQWLDOLQGXVWU\REMHFWLRQVWR083SROLFLHV9. In 
WLPH083PD\EHFRPHD8.ZLGHSROLF\KRZHYHUWKHPRVWOLNHO\RSWLRQLVDQLQFUHDVHLQDOFRKROWD[GXW\
That is the focus of this scenario. 
7KHUHLVQRõRQHVL]HŏWVDOOöDOFRKROWD[LQWKH8.,QVWHDGWKHWD[OHYLHGLVGHSHQGHQWRQWKHW\SHRIDOFRKRO
In this scenario we assume a broad 10% increase in the tax duty on all types of alcohol across the three 
consumption sectors. An important point that needs to be accounted for is the consumption response to a 
FKDQJHLQSULFHIRUHDFKW\SHRIDOFRKRO)RUWKLVWKHRZQSULFHHODVWLFLVHVIURP0HQJDWDOOLVWHGLQ
7DEOHDUHXVHG0RVWHODVWLFLWLHVDUHEHWZHHQDQGLQGLFDWLQJWKDWDVWKHSULFHULVHVGHPDQGIDOOVEXW
less than in proportion to the fall in price so that the total expenditure on alcohol increases. Accordingly, 
with most of the elasticities less than unity, demand falls less than in proportion to the rise in price, so that 
Government revenues actually increase in response to a tax rise. 
92QHRIWKHNH\RSSRQHQWVWRWKLVPLQLPXPXQLWSULFLQJKDVEHHQWKH6FRWWLVKZKLVN\LQGXVWU\https://www.theguardian.com/
society/2017/jul/24/scotch-whisky-industry-attacks-minimum-price-plans-as-blunt-instrument; http://www.bbc.co.uk/news/uk-
scotland-38390535
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Table 1: Own price elasticities by alcohol type10
On-trade Off-trade
Beer -0.79 -0.98
Cider -0.59 -1.27
Wine -0.87 -0.38
6SLULWV -0.89 -0.08
RTDs10 -0.19 -0.59
Source: Meng et al (2013)
An increase in alcohol duty, without the recycling of additional government revenues, generates a reduction 
LQDOFRKROFRQVXPSWLRQWKHIRFXVLVH[FOXVLYHO\RQWKLVøJURVVùLPSDFW6LQFHDOFRKROGXW\RQO\PDNHVXS
part of the total price of alcohol, this 10% increase in tax results in a much lower increase in consumer 
prices. With a 10% increase in duty, the reduction in alcohol sales amounts to 1.1%. With this increase in 
WD[WKHUHLVDQRYHUDOOQHJDWLYHHŎHFWRQWKHHFRQRP\ZLWKDUHGXFWLRQRIePLOOLRQ*9$DQG)7(
jobs. 
7KHLQFUHDVHLQWD[DOVRLPSDFWVJRYHUQPHQWUHYHQXHVZLWKDQRYHUDOOQHWSRVLWLYHLPSDFWRIePLOOLRQ
A 10% increase in tax results in an increase in government revenue through increased alcohol duty of 
ePLOOLRQ+RZHYHUWKHDVVRFLDWHGUHGXFWLRQLQFRQVXPSWLRQJHQHUDWHVDQHWUHGXFWLRQLQ9$7UHYHQXH
RIePLOOLRQDVVXPLQJVWDQGDUG9$7UDWHDQGDFFRXQWLQJIRUFKDQJHLQ9$7RQDOFRKROGXW\
:HQH[WH[SORUHWKHLPSDFWRIUHF\FOLQJWKHePLOOLRQQHWLQFUHDVHLQWD[UHYHQXHVE\LQFUHDVLQJSXEOLF
spending in line with the pattern of government expenditure within the original UK IO table. In this case 
WKHUHLVDSRVLWLYHLPSDFWRQHPSOR\PHQWRI)7(MREVDQG*9$RIePLOOLRQ11. A large fraction 
(77.3%) of the overall employment changes is attributable to just four sectors. Of the overall 17,041 
increase in FTEs: 3772 are attributed to public administration and defence; 3128 to education; 4153 to 
health and 2127 to residential care and social work.
5.  Conclusions 
While there is little controversy that policies directed towards reducing alcohol consumption  either 
through changing public taste or higher alcohol duties - would improve health outcomes, there is such 
less known on the impact of such policies on the economy, with some arguing it might impact negatively 
on value-add and jobs currently supported by the UK alcohol industry.  While any reduction in alcohol 
FRQVXPSWLRQZRXOGLQLWVHOIKDYHDQDGYHUVHLPSDFWRQWKHHFRQRP\WKLVLVRQO\SDUWRIWKHRYHUDOOHŎHFW
of either a shift in tastes or higher alcohol duties. In the former case, a shift in taste away from alcohol will 
typically operate in favour of the consumption of other goods and services, and the overall impact on the 
HFRQRP\GHSHQGVRQWKHQHWLPSDFWRIWKLVVZLWFKLQVSHQGLQJ6LPLODUO\ZKLOHDULVHLQDOFRKROGXWLHVZLOO
reduce consumption of alcohol, any rise in tax revenues will allow an increase in public spending and the 
net impact on the economy depends on the outcome of these countervailing forces.
1RWVXUSULVLQJO\ZHŏQGWKDWDUHGXFWLRQLQFRQVXPSWLRQRIDOFRKRODORQHZLWKRXWFRQVLGHULQJWKHOLNHO\
reallocation of consumption spending in the case of a shift in tastes or the recycling of the increase tax 
UHYHQXHVLQWKHFDVHRIDQLQFUHDVHLQGXWLHVKDVVLJQLŏFDQWQHJDWLYHHŎHFWVRQWKH8.HFRQRP\7KLV
EURDGO\FDSWXUHVWKHDSSURDFKRIFRQYHQWLRQDODOFRKROLQGXVWU\øLPSDFWVWXGLHVù,QWKLVøJURVVLPSDFWù
YLHZWKHUHZRXOGDSSHDUWREHDWUDGHRŎEHWZHHQWKHKHDOWKEHQHŏWVRIWKHSROLF\DLPHGDWUHGXFLQJ
DOFRKROFRQVXPSWLRQDQGDQDGYHUVHLPSDFWRQWKHHFRQRP\+RZHYHULIRQHWDNHVDøQHWLPSDFWù
10 Ready to Drink packaged drinks (i.e. alcopops etc.) 
11 We explored the sensitivity of results to alternative assumptions about the use of income freed up by not spending on alcohol: 
ZKLOHWKHTXDQWLWDWLYHUHVXOWVYDULHGWKHTXDOLWDWLYHUHVXOWVZHUHXQDŎHFWHG6HH)$,
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perspective, where proper account is taken of the reallocation of expenditures and/or the recycling of 
UHYHQXHVWRLQFUHDVHSXEOLFVSHQGLQJRXWFRPHVFKDQJHVLJQLŏFDQWO\)RUWKHVZLWFKLQFRQVXPSWLRQ
DZD\IURPDOFRKRODQGWRZDUGVRWKHUJRRGVDQGVHUYLFHVZHŏQGWKDWIRUHPSOR\PHQWWKHWUDGHRŎLV
FRQVLGHUDEO\UHOD[HGDQGLVQRWSUHVHQWDWDOOIRUYDOXHDGGHGHŎHFWVDOWKRXJKWKHTXDQWLWDWLYHUHVXOWVYDU\
with the assumed use of the income freed up by the reduction in alcohol consumption). For an increase in 
DOFRKROGXWLHVZHŏQGHYLGHQFHRIDQHWSRVLWLYHHŎHFWRQERWKYDOXHDGGHGDQGHPSOR\PHQWLPSO\LQJD
øGRXEOHGLYLGHQGùRIDVLPXOWDQHRXVLPSURYHPHQWLQKHDOWKDQGDVWLPXOXVWRWKH8.HFRQRP\
,WVKRXOGEHQRWHGWKDWWKLVŏQGLQJRIDøGRXEOHGLYLGHQGùIRUULVHVLQDOFRKROGXWLHVPD\QRWDSSO\WRRWKHU
FRXQWULHVUHJLRQVRULQRWKHUWLPHSHULRGV6LQFHWKHRYHUDOOLPSDFWRIDSROLF\LQGXFHGUHGXFWLRQLQWKH
consumption of alcohol is the net outcome of two countervailing forces: the reduction in consumption itself 
DQGHLWKHUWKHUHDOORFDWHGFRQVXPSWLRQRUUHF\FOHGUHYHQXHV(YHQWKHGLUHFWLRQRIWKHQHWHŎHFWFDQQRWEH
determined a priori: it is an empirical issue that has to be resolved by appeal to evidence drawn from the 
target country / region. 
A number of extensions to this research would yield important additional insights from a policy perspective. 
First, the analysis could be extended to include explicit modelling of changes in the consumption of 
DOFRKROLQFOXGLQJUHVSRQVLYHQHVVWRUHODWLYHSULFHV6HFRQGLWZRXOGEHEHQHŏFLDOWRUHOD[WKHUDWKHU
restrictive assumption, embedded in the input-output approach, of an entirely passive supply side, to 
UHŐHFWWKHSUHVHQFHRIVXSSO\VLGHFRQVWUDLQWVRQWKH8.HFRQRP\$FRPSXWDEOHJHQHUDOHTXLOLEULXP&*(
framework would accommodate these developments, and allow a more rigorous exploration of the impact 
of changes in taste and/or taxes. Third, such a framework would also facilitate systematic investigation 
of the adverse supply-side impacts of alcohol consumption arising from, for example, increased 
absenteeism, presenteeism and mortality. Fourth, it would be instructive to introduce a regional dimension 
to the analysis, to identify the regional distribution of impacts, which may prove to be uneven. Finally, 
disaggregation of households by income level would allow an assessment of distributional impacts.
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